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Figure : Debt Attitudes by Age
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Figure : Debt Attitudes by Debt Status
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Figure 3.10 Share of Indebted Households
(as share of total households)
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Figure 3.13 Share of Indebted Households
(by income group)
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Source: NSO

Figure 4.4 Household Debt /Asset Ratios for
Selected Countries
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-o— United Kingdom —* Germany France
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Source: BIS




HH Debt Service Ratios for Selected Countries
(Interest Payment Only)

Australia

Source: BIS, NSO and Authors’ calculation

Figure 4.10 Perception of Debt Burden L} ey
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Figure 4.12 Number of Cash-Flow Problems Household

il
Need help from gov.




Figure 4.13 Number of cash-flow problems household
encountered during a year (by debt burden group)
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Figure 4.16 Households’ Financial Literacy

Financial Literacy Right
(%0)
1. Interest Rate Prospect 38.1

2. The difference of interest rate per month vs per year 80.4

3. Credit Bureau Existence 76.1

4. Impact from interest rate change towards debt service burden 39.2

Among Those with mortgage loan

Financial Literacy in 1 & 4 Right | Wrong Both wrong Both right
(%) (“)
1. Interest Rate Prospect 43.2 56.8

4. Impact from interest rate change 42.6 57.4

towards debt service burden Only one right

Source: HADS Survey




Figure 4.17 : Households’ Financial Literacy Index

By Region By Income Group

//

. . . . . ! ! . . : ; )
Kingdom Bangkok Central ~ North  Northeast ~South 025000 25001-  50,001-  100,001- 150,001~  >300,000
50,000 100,000 150,000 300,000

By Age

- T

By Education

1 = Informal 4 = High school
2 = Preliminary 5= Vocational
3 = Junior high school 6 = Bachelor
7 = Master & higher

0.00 : ; ; i i
<25 25-34 3544 45-54  55-64 >64 3 s 6 7

Source: HADS Survey

Figure 5.1 Expectation of Government Assistance on
Household Debt Payment Problem

By Source of Loan
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Figure 5.2 Default Attitude by Default History

100%

80%

60%

40%

20%

()

Default is normal; pay when you can

Default is ok sometimes if you lack fund for convenient items
Default is ok sometimes if you lack fund for necessary items
Default is ok sometimes if you forget

Default is never appropriate

All households Never defaulted Ever defaulted

Source: HADS Survey

Figure 5.3 Default Attitude (by Age Group)
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Future Trends in Thai Household

Demographics and Debt

Thai Population Distribution by Age, 2004 Thai Population Distribution by Age, 2014
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Source: NESDB forecast i

Figure : Debt to Income Ratio of Thai Households
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Gearing Ratio (HH Debt / HH Asset)

Household debt/asset ratio

In percentages

= United States
= Japan' — Germany’
— Australia m— France’
e [ nited Kingdom e Netherlands?

1980 1985 1990 1995 2000 1980 1985 1990 1995 2000
1 Includes unincorporated sector.

Sources: OECD; central banks. Graph 2

» Unfortunately, we cannot calculate the gearing ratio for Thailand due to
lack of reliable data on household assets

Implications of increased household leverage
on private consumption

Aggregate private consumption becomes more sensitive to shocks
* current income (e.g. unemployment)
* changes in expectations of future income (due to lower borrowing constraints)
* interest rate (esp. for countries with variable rate mortgage like Thailand )
* house price (less relevant to Thailand as equity withdrawal is not prevalent yet)

Distribution of household debt matters to the impact of shock on consumption
+ overlaps between high debt burden and unemployment incidence
» fixed vs. float debt / ST vs. LT debt
» different MPC for net borrowers vs. net lenders

Monetary policy becomes more potent
* due to stronger balance sheet channel as HH exposure to i risks has risen
* The impact will be larger if movement in interest rate is perceived as a
permanent shift in the interest rate regime rather than a normal cyclical variation
* Central banks should factor in the increased potency when setting policy rate




Moral hazard could potentially convert
household debt into public debt

Expecting the Gov. to come rescue , % of Debtors

Ssunadhaudilogun O Ssunalizhaudilegyin B liviils

--

heavy burden somewhat no problem

Debt Burden

Greater share of registered debt problems from SFI lending

. No. of

Total HH Debt 672,431 100.0 9,395,984 100.0

1) Formal Sector 538,895 80.1 7,696,081 82.2
BAAC 181,317 27.0 2,029,791 21.7
Coop. 91,681 13.6 850,243 9.1
GHB 45,497 6.8 104,415 1.1
Village Funds 42,387 6.3 2,683,696 28.7
CBs 41,082 6.1 244,842 2.6
GsSB 36,240 5.4 243,714 2.6
Others 109,950 15.0 1,539,380 16.4

2) Informal Sector 133,536 19.9 1,678,489 18.2

Source: Registration of The Poor




Policy Recommendations
Monetary Policy

- Factor in greater potency and distributional impact when setting policy rate
=> could mean a small amplitude of interest rate cycle
- Carry out effective communication with markets about rate outlook
- May need to act more quickly on policy rate hike to avoid excessive HH indebtedness

Prudential Measures

- Mandate FIs to employ effective credit scoring and risk mgt system
- Strengthen risk-based supervision framework

- Promote universal use of credit bureaus among FIs

- Minimize moral hazard associated with government programs

Other related measures

- Promote financial literacy and personal finance skill among consumers

- Promote good credit and saving attitude

- Improve legal infrastructure for a fair and efficient personal debt resolution process
- Upgrade national database on household balance sheets

1) Revitalizing new growth at grassroots and SMEs level

Wh * Largely been ignored during the

y development process in the past

Grassroots « Large portion of people living in
) the rural area (non-urbanized)

dNdISNESH » Share of SMEs in GDP = 39%

» Share of SMEs employment = 69%

 Share of SMEs export = 62%

To unleash the economic potentials of both groups
The in a comprehensive manner

Concept To turn the grassroots into a knowledge-based
economy

Financing with conditionality

Specific OTOP, Village Fund, Assets capitalization,
measures SME Promotion




: Long-term
Fiscal Fiscal Development

Stimulation Consolidation with Fiscal
Sustainability

Spirit of their People

* Their unstoppable energy

Hong Kong + ‘Can-do’ approach to life (*hoh yi’)

» People’s genuine warm welcome
* Their humor
Belfast + Sense of optimism

* The spiritual yearning of the country

* The resilience

* The strength of feeling in communities resonate
through poetry and music and in the ups and
downs of everyday life

Thailand




Thailand Strategic Move

Mature/Stable _
Market Economy First Sphere

*Thailand
Second Sphere

Stagnant/Chaoticie | Sphere
Economy

Mature/Stable
Liberal Democracy

Political Disorder

Source: Tanaka Akihiko

Thailand Strategic Move

First Sphere

Re-managing
Public Sector
Local Link
Global Reach Thailand
Re-managing Second Sphere
Private Sector

Third Spherée




Implications of increased household leverage
on financial sector stability
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Households feel it is less costly to default on SFI
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( Life Cycle Hypothesis Framework )
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Moral hazard could potentially convert household debt
into public debt

Expecting the Gov. to come rescue , % of Debtors
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- Carry out effective communication with markets about rate outlook
- Need to minimize the policy rate being low for too long to avoid excessive HH indebtedness
- Factor in greater potency and distributional impact when setting policy rate
=>» could mean a small amplitude of interest rate cycle
MIMAVQUATINTWNINITER
- Mandate Fls to employ effective credit scoring and risk mgt system
- Brought all consumer service providers to be under the same prudential regulation
- Promote universal use of credit bureaus among Fls
- Minimize moral hazard associated with government programs
mmmstﬁuﬂs:ﬁw%mwuazLaﬁﬂsmw‘lﬁ'ﬁuma’mu%n’nsman’mﬁmi’mqﬂﬂasl%
TYTHU
- Promote financial literacy and personal finance skill among consumers
- Promote good credit and saving attitude
- Improve legal infrastructure for a fair and efficient personal debt resolution process

- Upgrade national database on household balance sheets

Lower interest rates have allowed households to take on more debts,
leading to higher initial debt to income ratio
and longer period of high debt burden

Assumption: (i) nominal annual income growth = 8.5 %

(ii) 30% limit of HH income for annual debt repayment

= Interest rate = 13.4% (Average MLR 1980-2000)

—e—Interest rate = 6.6% (Average MLR 2001-2004Q2)
Debt to4|ncome Ratio
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